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SENATE BI LL 6847

St ate of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on
By Senat or Fi nkbei ner

Read first tinme 01/26/2006. Referred to Commttee on Ways & Means.

AN ACT Relating to reducing unfunded liabilities in plan 1 of the
public enpl oyees' retirenent system plan 1 of the teachers' retirenent
system plan 3 of the public enployees' retirenent system plan 3 of
the teachers' retirement system and plan 3 of the school enployees’
retirement system anending RCW 41.31.010 and 41.31.020; adding new
sections to chapter 41.45 RCW creating a new section; decodifying RCW
41.31.030; repealing RCW 41.31A 010, 41.31A 020, 41.31A 030, and
41. 31A.040; and providing an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature recognizes that returns on
the investnent of retirement plan assets are volatile, and nmarket
volatility is reflected in variations in the funded status of the state
retirenment plans over tine. The legislature also recognizes that the
long-termliability in the plans 1 of the public enployees' retirenent
system and the teachers' retirenment system remains independent from
short-terminvestnent returns in the market. The |egislature seeks to
avoid contribution rate volatility that may unfairly benefit or burden
particul ar groups of taxpayers with disproportionate responsibilities
for retiring the unfunded liability in the plans 1. Therefore, it is
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the intent of the legislature to provide for the systematic paynment of
the plans' 1 unfunded liability in a manner that pronotes contribution
rate adequacy and stability for the affected systens over tine.

NEW SECTION. Sec. 2. A new section is added to chapter 41.45 RCW
to read as foll ows:

(1) There shall be no suspension of those portions of the basic
state and enpl oyer contribution rates that are necessary to pay for the
unfunded actuarial accrued liability for plan 1 of the public
enpl oyees' retirenent systemfor the follow ng periods: FromJuly 1,
2006, through June 30, 2009, for the public enployees' retirenent
system fromJuly 1, 2006, through June 30, 2009, for the public safety
enpl oyees' retirenent system and from Septenber 1, 2006, through
August 31, 2009, for the school enployees' retirenment system

(2) There shall be no suspension of those portions of the basic
state and enpl oyer contribution rates that are necessary to pay for the
unfunded actuarial accrued liability for plan 1 of the teachers'
retirement system for the period beginning Septenber 1, 2006, and
endi ng August 31, 20009.

NEW SECTION. Sec. 3. A new section is added to chapter 41.45 RCW
to read as foll ows:

(1) It is the intent of the legislature to make up the actuarially
requi red paynents for the unfunded actuarial accrued liability in plan
1 of the public enployees' retirement system and plan 1 of the
teachers' retirenent system that were suspended in the first year of
t he 2005-2007 bi enni um This change in funding policy requires that
contribution rates for the unfunded actuarial accrued liability in the
plans 1 be reinstated. The rates required in this section are in
addition to the phase-in rates established pursuant to RCW41. 45. 062.

(2) For the period beginning July 1, 2006, and ending June 30,
2007, a 3.44 percent contribution is established as part of the basic
state and enployer contribution rate for the public enployees
retirenment system and the public safety enpl oyees' retirenment system
to be used for the sole purpose of anortizing the unfunded actuari al
accrued liability in the public enployees' retirenent system plan 1.

(3) For the period beginning Septenber 1, 2006, and endi ng August
31, 2007, a 3.44 percent contribution is established as part of the
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basic state and enployer contribution rate for the school enployees'
retirement system to be used for the sole purpose of anortizing the
unfunded actuari al accrued liability in the public enployees’
retirement systemplan 1

(4) For the period beginning Septenber 1, 2006, and endi ng August
31, 2007, a 4.05 percent contribution is established as part of the
basic state and enpl oyer contribution rate for the teachers' retirenent
system to be used for the sole purpose of anortizing the unfunded
actuarial accrued liability in the teachers' retirenment system plan 1.

NEW SECTION. Sec. 4. A new section is added to chapter 41.45 RCW
to read as foll ows:

(1) Beginning July 1, 2009, a mninmum 2.75 percent contribution is
established as part of the basic state and enployer contribution rate
for the public enployees' retirenent system to be used for the sole
pur pose of anortizing the unfunded actuarial accrued liability in the
public enpl oyees' retirenment systemplan 1. This m ninmum contribution
rate shall remain effective until the actuarial value of assets equals
one hundred twenty-five percent of the actuarial accrued liability or
June 30, 2024, whichever cones first.

(2) Beginning July 1, 2009, a mninmum 2.75 percent contribution is
established as part of the basic state and enployer contribution rate
for the public safety enpl oyees' retirenent system to be used for the
sol e purpose of anortizing the unfunded actuarial accrued liability in
the public enployees' retirenment system plan 1. This m ni mum
contribution rate shall remain effective until the actuarial val ue of
assets equal s one hundred twenty-five percent of the actuarial accrued
liability for the public enployees' retirenment system plan 1 or June
30, 2024, whichever cones first.

(3) Begi nning Septenber 1, 20009, a mnimm 2.75 percent
contribution is established as part of the basic state and enpl oyer
contribution rate for the school enployees' retirement system to be
used for the sole purpose of anortizing the unfunded actuarial accrued
l[tability in the public enployees' retirenent system plan 1. Thi s
m ni mum contribution rate shall remain effective until the actuaria
val ue of assets equals one hundred twenty-five percent of the actuaria
accrued liability for the public enployees' retirenment systemplan 1 or
June 30, 2024, whichever cones first.
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(4) Beginning Septenber 1, 2009, a mnimm 5. 00 percent
contribution is established as part of the basic state and enpl oyer
contribution rate for the teachers' retirenent system to be used for
the sol e purpose of anortizing the unfunded actuarial accrued liability
in the teachers' retirenment systemplan 1. This m nimum contribution
rate shall remain effective until the actuarial value of assets equals
one hundred twenty-five percent of the actuarial accrued liability for
the teachers' retirenment system plan 1 or June 30, 2024, whichever
conmes first.

Sec. 5. RCW 41. 31. 010 and 1998 ¢ 340 s 1 are each anended to read
as foll ows:

Begi nni ng ((3sHy—31—3998)) January 1, 2008, and on January 1st of
even- nunbered years thereafter, ((the—anndal—i+nerease—arpunt—as—deftned

[R2(\AL_ /L

b/

: i j )) the state actuary
shall calculate the anpbunt of extraordinary investnment gains for the
teachers' retirenent systemplan 1 and the public enpl oyees' retirenent
system plan 1. Extraordinary investnent gains attributed to these
plans shall be applied to shorten the anortization period specified in
chapter 41.45 RCWfor paying the unfunded actuarial accrued liability
in plan 1 of the teachers' retirenent systemand plan 1 of the public
enpl oyees' retirenent system

Sec. 6. RCW 41. 31. 020 and 1998 ¢ 340 s 2 are each anended to read
as foll ows:

(((a I . hari . hall | I :
i ncrease, rounded to the nearest cent, that can be fully funded in

ol | I I : ’ .
garhAss—+H—any—)) The anobunt of extraordi nary investnent gains shall be
cal cul ated as foll ows:

((2)y)) (1) One-half of the sumof the value of the net assets held
in trust for pension benefits in the teachers' retirenment system pl an
1 fund and the public enployees' retirenent systemplan 1 fund at the
cl ose of the previous state fiscal year;
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((b)y)) (2) Multiplied by the anobunt which the conpound average of
i nvestnment returns on those assets over the previous four state fiscal
years exceeds ten percent.

(({2) The gain-sharing tncrease anount for July 1998, as provided
for in RCW41. 31.010, is ten cents.))

NEW SECTI ON. Sec. 7. RCW 41.31.030 is decodifi ed.

NEW SECTION. Sec. 8. The following acts or parts of acts are each
r epeal ed:

(1) RCW41. 31A 010 (Definitions) and 2000 ¢ 247 s 407 & 1998 c 341
s 311,

(2) RCW 41.31A. 020 (Extraordinary investnent gain--Credited to
menber accounts--Persons eligible--Calculation of anount--Contractua
ri ght not granted) and 2003 c 294 s 4, 2000 c 247 s 408, & 1998 c 341
s 312

(3) RCW 41.31A. 030 (Retroactive extraordinary investnment gain--
Credited to nmenber accounts--Persons eligible--Calculation of anount--
Contractual right not granted) and 1998 c¢ 341 s 313; and

(4) RCW 41.31A. 040 (Retroactive extraordinary investnent gain--
Credited to nmenber accounts--Persons eligible--Calculation of anmount--
Contractual right not granted) and 2000 c 247 s 4009.

NEW SECTION. Sec. 9. This act takes effect July 1, 2006.

~-- END ---
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